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The  Currency  Question  from 
an  Indian  Point  of  View. 


An  Address  was  given  at  Drapers’  Hall,  Throgmorton 
Street,  London,  E.C.,  on  Friday,  June  15th,  1894,  by  Sir 
David  Barbour,  K.C.S.I.  (late  Finance  Minister  of  India), 
on  “ The  Currency  Question  from  an  Indian  Point  of  View.” 
Sir  Thomas  Sutherland,  K.C.M.G.,  M.P.,  presided,  and 
amongst  those  present  were  : — 

The  Hon.  T.  A.  Brassey,  Sir  Theodore  C.  Hope, 
K.C.S.I.,  C.I.F.;  Sir  Henry  Cunningham,  K.C.I.F. ; Sir 
James  Mackay,  K.C.I.F.;  Sir  Alexander  Wilson,  Lieut. - 
srt  General  Richard  Strachey,  C.S.I.;  Mr.  Hugh  C.  E. 
N Childers,  Mr.  John  B.  Martin,  Mr.  Hugh  M.  Matheson, 
Mr.  Alexander  Wallace,  Mr.  M.  Rokeby  Price,  Mr. 

J.  P.  Heseltine,  Mr.  J.  Howard  Gwyther,  Mr.  Andrew 

K.  Hitchins,  Mr.  Wm.  Paterson,  Mr.  F.  D.  Barnes, 
Mr.  W.  Murray  Guthrie,  Mr.  Thos.  Hanbury,  Mr.  H.  r! 
Beeton,  Mr.  F.  B.  Blake,  Mr.  T.  E.  Powell,  Mr.  J.  Schack 
Sommer,  Mr.  M.  G.  Schilizzi,  Mr.  A.  G.  Renshaw,  Mr. 
A.  Cotterell  Tupp,  Mr,  F.  Eisenlohr,  Mr.  J.  Barr  Robertson, 
Mr.  R,  W.  Granville-Smith,  and  Mr.  Henry  McNiel. 

The  Chairman  said  : I need  hardly  say  that  I am  very 
pleased  to  be  called  upon  to  preside  over  so  large,  so  in- 
fluential, and  so  representaive  a meeting  as  that  which  is 
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assembled  here  to-day.  Notwithstanding  the  fact  that,  as 
you  are  well  aware,  this  is  mail  day  for  the  whole  of  the 
Eastern  mails  out  of  this  country,  a very  large  number  of 
the  representatives  of  commerce  in  connection  with  the  East 
have  laid  aside  their  ordinary  work  for  an  hour,  so  that  they 
may  be  present  to  hear  what  I am  certain  will  be  a most 
interesting  paper  by  Sir  David  Barbour.  I am  not  going 
to  detain  you  by  any  observations  of  my  own  with  respect  to 
this  subject.  I do  not  knew  the  contents  of  the  paper  which 
Sir  David  Barbour  is  about  to  read  ; otherwise  I might, 
perhaps,  in  accordance  with  a custom  wEich  I have  seen 
acted  upon  at  some  meetings,  have  ventured  to  give  you  a 
summary  of  what  he  is  going  to  say,  and  thereby  completely 
taken  the  wind  out  of  his  sails.  (Laughter.)  ” Happily  for 
him  and  you  I am  entirely  deprived  of  this  mischievous 
power.  I will,  therefore,  merely  say,  with  respect  to  the 
great  question  generally  that  attracts  us  here  to-day,  that 
there  can  be  no  doubt  whatever  that  there  is  a gathering 
interest  with  respect  to  it  in  the  City  of  London  and 
throughout  the  country  generally.  (Cheers.)  I believe  that 
interest  is  gathering,  and  gathering  more  rapidly  than  some 
people,  possibly,  might  suppose  (hear,  hear)  ; and  I am 
quite  sure  that  I speak  clearly  the  mind  and  intention  of  the 
Bimetallic  League,  to  whose  auspices  we  owe  the  present 
meeting,  that  it  is  their  intention  to  persevere,  and  to 
persevere  resolutely,  in  the  great  work  they  have  undertaken 
until,  as  they  hope  and  believe,  that  work  will  eventually — 
whether  the  day  be  near  or  distant — be  crowned  with  success. 
(Cheers.)  It  is  part  and  parcel  of  the  programme  of  the 
League  to  hold  meetings  of  this  character,  and  to  have 
addresses  delivered  by  eminent  members  of  the  Society  to 
which  we  belong.  And  I would  ask  you  to  take  note,  gentle- 
men, of  one  fact — that  these  meetings  and  these  addresses, 
and  perhaps  the  debates  which  may  follow'  on  the  addresses, 
are  invariably  held  not  after  dinner  but  before  dinner. 
(Laughter.)  I make  that  observation  because  I noticed  that 
the  other  night,  after  dinner,  the  President  of  the  Chamber 
of  Commerce  and  the  Chancellor  of  the  Exchequer  ventured 
to  settle  the  Currency  Question  in  a manner  entirely  satis- 
factory to  themselves.  (Laughter.)  I would  venture  to  hope 
that  w'hen  on  the  next  occasion  the  Chamber  of  Commerce 
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addresses  itself  to  this  great  question  of  International 
Currency  the  matter  may  be  taken  most  seriously  into  con- 
sideration, and  that  it  will  obtain  that  attention  and  that 
serious  debate  to  which  I venture  to  believe  it  is  entitled. 
(Cheers.)  We  wEo  belong  to  the  Society  to  which  I refer 
do  not  profess  bv  anv  means  to  be  able  to  convert  those  wEo 
differ  from  us  at  once  or  with  extreme  suddenness,  but  neither 
do  we  profess  to  hold  their  opinions  in  contempt ; and  the 
respect  which  w'e  are  willing  to  yield  to  their  opinions  and 
their  views,  with  the  desire  to  convert  them  to  better  and 
truer  view's,  we  also  claim  as  due  to  ourselves  for  the  view's 
w'hich  we  entertain.  With  these  few  words  I beg  to  intro- 
duce to  5'ou  the  eminent  gentleman  w'ho  will  read  a paper 
to-day,  and  whom  you  all  know'  by  reputation  as  one  w'ho, 
with  distinguished  ability,  has  held  the  highest  office  in  India 
in  connection  with  her  financial  administration.  (Cheers.) 


Sir  D.wid  B.\rbour,  w'ho  w'as  cordially  received, 
said : — 

I purpose  to  put  before  you  this  afternoon  some  remarks 
on  the  Currenev  Question  from  an  Indian  point  of  view'. 

The  question  is  of  such  importance  that  no  apoIog\' 
need  be  made  for  taking  up  your  time,  and  in  the  remarks 
which  I have  to  make  I shall  avoid  controversial  matter,  as 
far  as  it  may  be  possible  to  do  so  in  dealing  with  such  a 
subject.  The  great  and  fundamental  fact  of  the  Currency 
Question  is  this — that  up  to  very  recent  times  both  gold  and 
silver  w'ere  used  as  the  standard  monev  of  the  world,  and 
that  since  the  year  1873  a change  has  been  in  progress 
W'hich  is  rapidly  excluding  silver  from  the  monetary  standard 
of  the  w'orld.  If  you  bear  in  mind  that  up  to  1873  at  least 
half  the  monetary  standard  of  the  w'orld  w'as  silver,  you 
will  see  that  the  change  amounts  to  a monetary  revolution, 
and  one  which,  w'hether  for  good  or  for  evil,  must  have 
the  most  serious  consequences. 

I am  sorrv  to  sav  that  in  order  to  enable  vou  to 
realise  the  nature  of  the  monetary  revolution  now  in  progress 
and  to  understand  the  stage  at  w'hich  w'e  have  now  arrived, 
it  will  be  necessary  for  me  to  glance  briefly  at  the  history 
of  gold  and  silver  as  money,  but  I w'ill  promise  not  to  take 
up  more  of  your  time  than  I can  help. 
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You  are  all  aware  that  gold  and  silver,  called  by  distinc- 
tion the  precious  metals,  have  been  used  as  the  medium  of 
exchange  from  the  very  earliest  times.  (Hear,  hear.) 

In  countries  where  both  metals  were  so  used  trouble 
and  confusion  necessarily  arose  from  fluctuations  in  their 
relative  value. 

Such  difficulties  were  obviously  unavoidable  when  a i 

debt  could  be  discharged  by  the  delivery  of  either  metal,  and 
when  there  was  no  ratio  declared  by  authority  between  the 
two  metals. 

To  remedy  this  evil,  as  far  as  possible,  the  rulers  of  the 
countries  where  both  gold  and  silver  were  used  as  monev 
found  it  convenient  to  declare  the  ratio  of  exchange  at  which 
either  metal  would  be  received  in  payment  of  taxes  and 
tribute,  or  could  be  employed  in  the  discharge  of  debt. 

The  ratio  which  was  declared  was  not  an  arbitrary  ratio, 
but  was  supposed  to  be,  approximately,  the  market  ratio  of  the 
day.  I say,  approximately  the  market  ratio,  because  there 
are  instances  on  record  of  the  declared  ratio  being  slightlv 
different  from  the  market  ratio,  this  difference  being  in-  1 

tentional,  and  made  with  the  object  of  overvaluing  one  or 
other  metal,  and  so  withdrawing  it  Irom  neighbouring  States, 
and  accumulating  it  in  the  State  where  it  was  overvalued. 

This  result  necessarily  follows  under  the  operation  of  what 
is  known  as  Gresham’s  Law  when  one  or  other  of  the  two 
metals  is  over  valued. 

The  fixing,  or  rather  the  declaring,  of  a ratio  by 
authority  had  a remarkable  influence,  under  certain  con- 
ditions, in  preventing  and  limiting  fluctuations  in  the  relative 
value  of  the  two  metals  (cheers),  but  the  practice  was  not 
introduced  with  this  object,  and  it  is  only  in  comparatively 
recent  times  that  its  influence  in  this  direction  has  been 
recognised. 

The  old  standard  of  England  was  silver,  and  it  was  not 
till  the  reign  of  Edward  III.  that  a successful  attempt  was  * 

made  to  put  gold  coins  into  circulation  ; but  from  that  time 
both  gold  and  silver  coins  continued  for  centuries  to  circulate 
in  England  as  full  legal  tender  money,  the  ratio  of  exchange 
between  them  being  declared  from  time  to  time  by  Royal 
authority.  The  legal  standard  of  the  country  continued  to 
be  silver  until  the  present  century,  but  coins  of  both  metals 
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were  in  circulation  and  in  earlier  times  were  frequently 
debased,  and  the  ratio  of  exchange  altered. 

What  I have  just  said  of  England  might,  I believe,  be 
said  with  equal  truth  of  most  European  countries.  The  legal 
standard  was  almost  always  silver,  but  both  gold  and  silver 
coins  circulated  at  a ratio  fixed  by  authority.  The  ratio  was 
not  unfrequently  changed,  and  sometimes  on  grounds  that 
could  not  be  justified.  The  inconvenience  and  loss  arising 
from  the  fluctuations  in  relative  value  of  the  two  kinds  of 
money,  and  from  the  frequent  debasements  of  the  standard 
must  have  been  very  great,  and  such  as  would  not  be  borne 
for  a day  at  the  present  time.  Business  was,  however, 
conducted  on  very  different  principles  from  those  which 
now  prevail ; and  those  who  made  their  living  by  trade  and 
commerce  had  to  take  things  as  they  found  them,  since  they 
possessed  no  means  of  applying  a remedy.  Our  gigantic 
modern  system  of  manufacture,  trade,  and  finance  would 
have  been  simply  impossible  under  such  standards  of  value  as 
the  traders  and  bankers  of  former  times  had  to  accept. 

Among  other  fallacies  which  prevailed  in  those  days,  it 
was  commonly  held  that  the  wealth  of  a country  depended 
on  the  quantity  of  gold  and  silver  money  which  it  contained. 
It  was  a common  practice  for  a ruler  to  deliberately 
overvalue  the  gold  coins  with  the  intention  of  attracting 
gold  from  foreign  countries,  and  great  surprise  was 
experienced  when  it  was  found  that  the  over- 

valuation of  gold  necessarily  involved  the  under-valuation 
of  silver,  and  that,  though  gold  was  attracted  by  this  device, 
silver  was  exported  to  an  equal  extent,  and  no  alteration  was 
effected  in  the  aggregate  quantity  of  gold  and  silver  contained 
in  the  country.  Laws  were  passed  against  the  export  of 
both  gold  and  silver,  but  such  laws  were,  of  course,  easily 
evaded. 

It  is  difficult  to  imagine  a more  exasperating  state  of 
things  than  that  under  which  both  gold  and  silver  circulated 
in  different  countries  at  rates  fixed  independently  by  the  ruler 
of  each  country  and  altered  from  time  to  time  with  the  object 
of  attracting  gold  or  silver  from  neighbouring  countries. 
These  evils  appear  to  have  reached  their  climax  in  England 
in  the  reign  of  James  I. 

After  i66o  there  was  no  serious  fluctation  in  the  relative 
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value  of  gold  and  silver  down  to  comparatively  recent  times 
^ foct  which  I ascribe  to  the  growing  recognition  of  the 
futility  of  attempting  to  attract  the  precious  metals  from 
other  countries  by  altering  the  legal  ratio. 

In  the  reign  of  W illiam  III.,  however,  events  occurred 
Avhich  have  had  an  all-powerful  influence  in  shaping  the 
monetary  policy  of  Europe  and  indeed  of  the  whole  world 
m the  present  century,  and  which  require  special  notice.  In 
that  reign  the  currency  of  England  fell  into  a state  of  extreme 
confusion  owing  to  the  fraudulent  clipping  of  the  silver  coin, 
and  the  gold  coins  commanded  a very  high  premium  for  a 
time.  W^hen  the  debased  silver  coins  were  called  in  and  new 
and  full-weight  silver  coins  were  issued  in  their  place,  great 
trouble  was  experienced  in  reducing  the  premium  on  guineas. 
This  premium  was  gradually  brought  down  by  executive 
orders  which  declared  the  ratio  at  which  the  officers  of 
Government  would  receive  either  the  silver  or  the  gold  coins 
in  payment  of  taxes,  but  the  final  order  left  the  guinea 
overvalued  as  compared  with  the  silver  coins,  with  the 
inevitable  result  that  the  new  and  full-weight  silver  coins  were 
exported,  and  the  currency  of  England  became  gold  coins, 
supplemented  by  light-weight  silver  coins  which  it  was  not 
profitable  to  export.  The  legal  standard  of  the  countr}' 
continued  to  be  silver. 

In  1798  the  value  of  silver  fell  relatively  to  gold,  and 
it  once  more  became  profitable  to  bring  silver  to  the  mint  to 
be  coined.  By  this  time  the  English  people  had  become  ac- 
customed to  the  use  of  goffi,  and  an  Act  was  passed  expresslv 
prohibiting  the  free  coinage  of  silver. 

In  the  beginning  of  the  present  century  the  standard 
of  England  was  inconvertible  and  depreciated  paper,  and 
when,  after  the  close  of  the  great  war  with  Napoleon,  a 
leturn  was  made  to  specie  payments,  the  legal  standard 
of  England  was  declared  to  be  gold,  mainly,  I believe, 
on  the  ground  that  by  their  use  of  gold  instead  of  silver 
for  over  100  years  the  English  people  had  shown  their 
preference  for  that  metal.  That  the  people  preferred  gold  to 
silver  as  currency  at  that  time  was  probably  correct,  but  that 
preference  arose  from  their  having  been  accustomed  to  use 
gold  for  over  100  years,  and  they  were  accustomed  to  use 
gold  because  gold  had  been  overvalued  in  the  first  instance, 


and  not,  as  has  been  sometimes  said,  because  they  were 
originally  so  strongly  attached  to  gold  that  debtors  preferred 
to  pay  their  debts  in  gold  at  a loss  to  themselves  rather  than 
use  silver.  There  never  has  been  in  the  history  of  the  world, 
and  there  never  will  be,  until  human  nature  ceases  to  be  what 
it  is,  a case  in  which  of  two  sets  of  coins  circulating  side  by 
side  the  dearer  will  drive  out  the  cheaper. 

The  formal  adoption  of  the  gold  standard  by  England 
had  no  appreciable  effect  on  the  relative  value  of  the  two 
rnetals,  because  the  majority  of  nations  still  adhered  to  the 
silver  standard,  and  the  system  of  double  legal  tender  pre- 
vailed extensively,  especially  in  France,  where  there  has  always 
been  a great  store  of  the  precious  metals. 

This  state  of  things  lasted  till  the  3’ear  1873,  and  not- 
withstanding the  great  increase  in  the  production  of  gold 
owing  to  the  discoveries  in  California  and  Australia,  the 
disturbance  in  the  relative  value  of  the  two  metals  was 
comparatively  slight.  So  great  was  this  stability  that  its 
continued  existence  came  to  be  accepted  almost  as  a law  of 
nature,  which  would  never  be  broken  ; and  an  eminent 
Economist — Professor  Cairnes,  of  whom  I desire  to  speak 
with  the  greatest  respect — actually  placed  the  following 
opinion  on  record  in  the  year  1872  : — 

“ I may  now  say  (1872)  that  I am  disposed  to  assign  much 
less  importance  to  this  question  of  a change  in  the  monetary 
standard  of  India  than  I did  when  the  above  passage  was 
written.  The  reasoning  assumes  the  probability  of  a serious 
divergence  in  the  relative  value  of  gold  and  silver,  but 
I now  believe  that  such  a divergence  is  practically  out  of  the 
question.” 

I call  special  attention  to  the  fact  that  this  opinion  was 
placed  on  record  by  one  of  the  ablest  Economists  of  the 
present  century  in  the  year  1872,  or,  in  other  words,  just 
before  the  beginning  of  those  fluctuations  in  the  relative 
value  of  the  precious  metals,  and  of  that  depreciation  of 
silver  as  compared  with  gold,  which  have  brought  India 
within  a measurable  distance  of  bankruptcy.  We  can  now 
see  that  in  reality  the  position  in  1872  was  full  of  danger. 
Gold  and  silver  were  both  used  as  standard  money,  and 
divided  the  monetary  work  of  the  world  between  them  ; for 
a long  period  there  had  been  comparative  fixity  of  relative 
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value  between  the  two  metals,  but  the  causes  of  this  steadiness, 
the  importance  of  maintaining  it,  and  the  readiness  with 
which  it  could  be  destroyed  were  practically  unrecognised  and 
unknown.  (Hear,  hear.) 

On  the  other  hand,  the  eminence  which  England — the 
sole  gold-using  country  of  any  importance — had  attained  in 
manufactures,  commerce,  and  finance,  had  unconsciously  led 
many  people  to  believe  that  there  must  be  some  special  virtue 
in  the  gold  standard  ; and  as  gold  had  become  relatively  much 
more  abundant  than  in  former  times,  the  monetary  system  of 
the  world  was  in  a state  of  unstable  equilibrium,  and  we  were 
on  the  eve  of  changes  which  have  produced  a monetary 
revolution  which  is  still  in  progress,  and  the  force  of  which 
is  far  from  being  exhausted. 

We  all  know  how  the  change  was  brought  about. 
Germany  altered  her  standard  from  silver  to  gold.  France 
and  the  other  States  of  the  Latin  Union  closed  their  mints  to 
silver.  The  United  States,  where  the  currency  was  for  the 
time  inconvertible  and  depreciated  paper,  abandoned  the 
system  of  double  legal  tender,  a change  which  had  the  most 
serious  results  when  a return  was  made  to  specie  payments. 

Other  nations  followed  in  the  same  direction,  and  India 
was  suddenly  brought  face  to  face  with  the  great  currency 
problem  in  the  most  disagreeable  form  by  finding  that  the 
gold  price  of  silver  fell,  while  the  exchange  on  England 
went  down  and  became  subject  to  excessive  fluctuations. 

The  evils  to  which  this  state  of  things  gave  rise  were  of 
the  most  serious  character.  (Cheers.)  The  Government  of 
India  repeatedly  urged  that  the  question  should  be  settled  by 
International  Agreement,  but  met  with  no  success  in  this 
direction.  The  question  of  stoj^ping  the  free  coinage  of 
silver  was  more  than  once  considered  and  rejected,  either  by 
the  Government  of  India  or  by  the  Home  Government. 

Meantime  matters  went  from  bad  to  worse.  Notwith- 
standing the  large  purchases  of  silver  by  the  United  States 
under  the  operation  of  the  Sherman  Act  the  price  of  silver 
fell  till  the  Government  of  India  was  brought  within  a 
measurable  distance  of  bankruptcy.  In  two  years  the  fall  in 
the  rate  of  exchange  had  added  Rs.  4,142,000  to  the  Indian 
expenditure.  At  the  same  time  there  was  every  prospect 
that  the  exchange  would  go  still  lower,  and  there  was  the 


obvious  risk  that  the  United  States  might  suddenly  cease 
to  purchase  silver,  a measure,  the  effects  of  which  on  the 
Indian  E.xchange  it  was  impossible  to  measure  beforehand, 
though  it  was  manifest  that  they  must  be  of  the  most  serious 
character.  It  is  worthv  of  notice  that  at  the  time  when  the 
action  of  the  United  States  Government  in  regard  to  silver 
was  in  suspense,  and  when  it  was  not  clear  whether  that 
country  would  repeal  the  Sherman  Act  or  gradually  adopt 
a silver  standard,  the  English  press,  with  very  few  e.xceptions, 
urged  the  American  people  to  repeal  the  Sherman  Act  and 
reject  silver.  In  so  doing  the  English  press  were,  almost 
universally,  animated  by  purely  selfish  considerations. 

great  deal  of  English  money  was  invested  in  the  United 
States,  and  it  was  believed  to  be  the  interest  of  England,  or 
rather  of  a small  but  influential  section  of  the  English 
people,  that  the  gold  standard  should  be  maintained 
in  that  country,  and  in  advocating  this  course  no  considera- 
tion was  given  to  the  fact  that  the  repeal  of  the  Sherman 
Act  would  bring  India  face  to  face  with  the  greatest 
monetary  difficulty  which  an\'  country  has  ever  had  to  face. 
(Hear,  hear.) 

The  United  States  were  urged  to  abandon  silver,  and  no 
consideration  appears  to  have  been  given  to  the  difficulties 
that  such  a measure  must  bring  on  India. 

Some  writers  were  indeed  good  enough  to  suggest  that 
while  the  United  States  and  all  the  great  and  wealthy 
States  of  Europe  should  have  a gold  standard,  the  poorer 
nations  of  the  world  might  select  silver  as  their  monetary 
standard  : as  I shall  show  hereafter,  any  such  settlement  of 
the  question  was  impracticable,  and  if  it  could  have  been 
achieved  it  would  have  proved  neither  satisfactory  nor 
permanent. 

Gentlemen,  we  are  accustomed  to  pride  ourselves  on  the 
fact  that  we  are  an  Imperial  people,  and  with  Imperial 
instincts.  It  seems  to  me  that  there  was  verv  little  of  the 
Imperial  spirit  shown  in  the  way  in  which  we  dealt  either 
with  the  Currency  Question  as  a whole,  or  with  that  portion 
of  it  which  more  immediately  concerned  India.  (Cheers.) 

The  Brussels  Conference  afforded  the  last  hope  of  the 
settlement  of  the  Currencv  Question  bv  International  Agree- 
merit ; but  before  that  Conference  met  it  was  recognised  that 
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it  would  fail,  and  that,  apart  from  all  other  possible  causes  of 
failure,  the  attitude  which  England  took  up  with  regard  to  it 
would  be  sufficient  to  cause  it  to  fail.  (Cheers.) 

It  was  in  view  of  this  state  of  things  that  the  Govern- 
ment of  India  made  their  final  recommendations,  which  were 
expressed  in  the  following  terms  : — 

“ We  have  learnt  with  satisfaction  that  Her  Majesty’s 
Government  have  accepted  the  invitation  of  the  United 
States  to  take  part  in  an  International  Conference  to  consider 
measures  having  for  their  object  the  more  extended  use  of 
silver  as  currency,  and  that  your  Lordship  agrees  with  us 
in  the  importance  of  Indian  interests  being  properly 
represented. 

“ At  the  same  time,  we  cannot  overlook  the  strong 
opposition  to  the  introduction  of  the  system  of  double  legal 
tender  into  Great  Britain  that  has  been  manifested 
in  certain  quarters,  and  we  observe  with  regret  that  the 
Conference  has  been  summoned  to  consider  the  question  of 
the  more  extended  use  of  silver  as  currency,  and  not  for  the 
purpose  of  considering  the  adoption  of  an  International 
.\greement  for  the  free  coinage  of  gold  and  silver  and  the 
making  of  both  gold  and  silver  coins  legal  tender  at  a definite 
and  uniform  ratio. 

“ We  have  carefully  reviewed  all  the  circumstances  of 
the  case,  and  we  desire  to  place  on  record  for  your  Lordship’s 
information  our  deliberate  opinion  that,  if  it  becomes 
evident  that  the  International  Conference  is  unlikely  to 
arrive  at  a satisfactory  conclusion,  and  if  a direct  agreement 
between  India  and  the  United  States  is  found  to  be  unattain- 
able, the  Government  of  India  should  at  once  close  its  Mints 
to  the  free  coinage  of  silver,  and  make  arrangements  for  the 
introduction  of  a gold  standard.” 

I was  a member  of  the  Government  of  India  at  the 
time  these  recommendations  were  made,  and  as  I did  not  go 
quite  so  far  as  my  colleagues  it  was  stated  with  reference  to 
my  opinion  that  I did  not  “ support  the  proposal  to  stop 
the  free  coinage  of  silver  if  the  Conference  fails,  and  a direct 
agreement  between  India  and  the  United  States  is  found  to 
be  unattainable,  but  that  I would  adopt  that  measure  as 
soon  as  it  is  evident  that  the  United  States  would  not  adopt 
the  free  coinage  of  silver.” 


13 


You  will  observe,  then,  that  the  recommendations  of  the 

Government  of  India  were  : — 

Firstly,  the  settlement  of  the  question  by  Intpr- 
national  Agreement ; (Cheers.) 

Secondly,  that  failing  an  International  Agreernent 
there  should  be  an  attempt  made  to  enter  into  a direct 
agreement  between  India  and  the  United  States  ; 

Thirdly,  that  failing  both  an  International  Agree- 
ment and  a direct  agreement  between  India  and  the 
United  States,  the  Indian  Mints  should  be  closed  to 
silver  and  an  attempt  made  to  introduce  a gold 
standard  into  that  country. 

Personally  I was  not  in  favour  of  moving  quite  so  fast 
as  the  majority  of  the  members  of  the  Government  of  India 
were  prepared  to  do. 

I would  not  have  closed  the  Indian  Mints  until  it  was 
evident  that  the  United  States  would  not  adopt  the  free 
coinage  of  silver,  and  the  cessation  of  the  purchase  of  silver 
bv  that  country  under  the  Sherman  Act  would,  to  my  mind, 
have  been  sufficient  evidence  that  the  United  States  would 
not  accept  the  free  coinage  of  silver,  and  on  the  occurence 
of  that  event  I would  have  closed  the  Indian  Mints. 

.\s  you  all  know  the  Brussels  Conference  failed,  and  I 
have  never  heard  that  any  attempt  was  made  to  induce  the 
United  States  to  come  to  a direct  understanding  with  India. 
I ver^’■  much  regret  that  this  was  not  done,  though  it  is  very 
likely  that  nothing  would  have  come  of  it.  It  offered  the  last 
chance  to  India  of  escaping  the  momentous  task  of  closing  her 
Mints  to  silver  and  attempting  to  introduce  a gold  standard. 

The  remarks  which  I have  made  so  far  have  been  merely 
introductory,  and  have  been  made  in  the  hope  that  you 
might  all  recognise,  whatever  your  individual  opinions  on 
the  Currency  Question  ma}’  be,  that  since  1873  there 
has  been  in  progress  by  far  the  most  important  monetary 
revolution  that  the  world  has  ever  seen.  Up  to  that 
date  silver  and  gold  divided  between  them  the  duties 
of  standard  mone}'  for  the  whole  world,  and,  in  my  opinion, 
the  larger  half  of  the  work  was  done  by  silver,  and  not  by 
gold.  Since  1873  a change  has  been  in  progress,  with  the 
result  of  steadily  and  rapidly  ousting  silver  from  its  old 
position,  and  of  substituting  gold  as  the  sole  monetary 
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standard.  I doubt  if  there  is  anybody  in  the  present  day 
who  really  believes  that  the  gold  standard  can  be  extended 
throughout  the  world  and  permanently  maintained,  but, 
whether  this  can  or  cannot  be  done,  it  is  of  the  utmost 
importance  that  it  should  be  recognised  that  a monetary 
revolution  is  in  progress,  and  that,  whether  for  weal  or  for  , 

w’oe,  this  revolution  must  have  the  most  serious  effect  on  the 
progress  of  mankind.  For  my  part  I believe  that  the 
complete  and  permanent  exclusion  of  silver  from  the 
monetary  standard  of  the  world  is  an  absolute  impossibility, 
and  that  if  it  could  be  effected  it  w'ould  be  one  of  the 
greatest  disasters  that  ever  befell  the  human  race.  (Loud 
Cheers.)  Many  of  the  nations  that  have  adopted  the  single 
gold  standard,  and  in  which  that  standard  is  at  present 
effectively  maintained,  have  a large  quantity  of  over-valued 
silver  coin  in  their  currencies,  which  there  is  no  prospect  of 
their  being  able  to  replace  by  gold.  I may  instance  France 
and  the  United  States  of  America.  Other  nations  have  a 
nominal  gold  standard  which  they  are  unable  to  make 
effective;  very  many  have  such  a quantity  of  inconvertible  ' 

and  depreciated  paper  in  circulation  that  even  if  they  ’ 

accepted  silver  as  their  standard  they  would  find  it  difficult 
to  get  back  to  a metallic  basis.  For  such  countries  a 
permanent  gold  standard  appears  to  be  a mere  dream. 

The  general  and  permanent  adoption  of  the  single  gold 
standard  condemns  these  countries  for  ever,  so  far  as  human 
intelligence  can  now  judge,  to  a depreciated  and  inconver- 
tible paper  currency.  They  will  not  under  present  conditions 
adopt  a silver  standard,  and  of  a universal  gold  standard 
I can  see  no  prospect. 

Assuming,  as  I think  we  may  do,  that  it  is  im- 
possible and  undesirable  to  e.xclude  silver  from  the 
standard  money  of  the  world,  the  question  that  has 
always  pressed  itself  on  me  is  this — seeing  that  the  exclusion  1 

of  silver  has  begun,  and  is  proceeding,  at  what  stage  and  in  ' 

what  way  is  it  practicable  to  stop  it  ? 

Whatever  others  may  think  1,  at  any  rate,  have  never 
seen  any  final  and  satisfactory  remedy  for  the  currency 
difficulties  which  now  affiict  mankind,  except  the  general 
introduction  of  the  system  of  double  legal  tender.  (Cheers.) 

The  circumstances  of  my  official  position  have  forced  me  to 
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look  at  the  question  from  a purely  practical  point  of  view. 

I have  not  the  slightest  desire  to  secure  a triumph  in  con- 
troversy with  those  who  hold  a different  opinion  on  the 
Currency  Question,  and  would  gladly  welcome  any  solution 
which  would  secure  monetary  peace  m the  future,  but  no 
final,  satisfactory,  or  permanent  solution  other  th^an 
the  adoption  of  the  system  of  double  legal  tender  has 
ever  been  shown  to  be  practicable.  It  has  been  said 
that  rich  nations  should  adopt  gold  and  poor  ones 
silver,  but  I am  confident  that  no  settlement  on  these  terms 
is  possible.  Is  it  likely  that  any  nation  will  willingly  place 
itsdf  in  the  second  and  inferior  class  ? If  it  %vill  not  do  so, 
is  there  any  means  of  compelling  it  to  adopt  a silver  standard 
against  its  wish?  What  is  to  be  done  if  a poor  nation 
becomes  great  and  rich  ? Must  it  still  remain  m the  inferior 
class  ? Under  the  most  favourable  circumstances  such  a 
solution  would  simply  perpetuate  a break  of  monetary 
gauge.  If,  however,  the  United  States  had  gone  boldly  to 
a silver  standard,  it  seems  to  me  that  India  should  have  kept 
her  mints  open  to  the  free  coinage  of  silver,  that  the 
influence  of  the  United  States  would  in  time  have  brough 
other  countries  in  America  to  the  silver  standard^,  and  that 
the  world  might  under  such  cirmumstances  have  been 
divided  on  something  like  equal  terms  into  gold  using 
countries,  and  silver  using  countries  ; m time  w-e  might  have 
seen  the  two  metals  again  linked  together  by  the  s>  stem  of 

double  legal  tender,  as  they  were  before  1873. 

The  English  Press,  for  reasons  I have  already  stated,  v\  e 
altogether  opposed  to  the  adoption  of  a silver  standard  by  the 
United  Statesof  America,  and  the  English 
steps  towards  bringing  about  a direct  agreem^  e 
United  States  and  India  on  the  Currency  Question  The 

failure  of  the  Brussels  conference, 

tempt  to  bring  about  a direct  understanding  e wee 

States  and  India,  brought  the  latter  country  face  to  face  v ith 
the  currency  problem  in  its  most  difficult  form.  The  rate 
of  exchang/  in  the  middle  of  1893  -as  ‘he  rupee  but 

exchange  was  weak  and  was  kept  at  ‘hf 
difficulty.  It  was  quite  certain  that  even  if  the 
Act  was  not  repealed  there  would  be  another,  a 
probability  a heavy,  fall  in  exchange. 


With  exchange  at  i/af  there  was  a large  deficit  in  the 
Indian  Budget,  and  there  was  heavy  expenditure  not  pro- 
vided for  in  the  Budget,  but  which  could  not  be  postponed 
much  longer. 

If  the  Sherman  Act  was  repealed  exchange  must  fall 
so  low  that  it  was  doubtful  if  India  could  meet  her  liabilities, 
and  even  if  India  did  succeed  in  establishing  financial 
equilibrium  by  exhausting  every  available  source  of  taxation, 
there  was  no  guarantee  that  another  turn  of  the  wheel 
might  not  plunge  that  country  into  new  and  hopeless 
difficulties. 

It  was  under  such  circumstances  that  it  was  decided  to 
close  the  Indian  Mints  and  attempt  to  introduce  a gold 
standard. 

I doubt  if  there  was  anybody  concerned  in  that 
measure  who  entered  on  the  task  with  a light  heart,  and  cer- 
tainly if  there  was  any  such  person  his  lightness  of  heart  could 
only  have  been  the  offspring  of  ignorance.  (Hear,  hear.) 

For  my  part  I always  looked  on  the  attempt  to  introduce 
a gold  standard  with  India  as  by  far  the  most  difficult  and 
dangerous  operation  of  the  kind  ever  undertaken,  and  one  of 
which  the  ultimate  success  must,  from  the  nature  of  the 
case,  be  doubtful.  I considered  that  it  was  a measure  that 
might  be  taken  in  the  last  resource,  and  when  all  other 
remedies  had  been  exhausted. 

The  objections  that  were  taken  to  the  attempt  to  intro- 
duce a gold  standard  with  India  may  be  divided,  broadly, 
into  two  classes.  Firstly,  those  objections  which  were  based 
on  the  assumption  that  the  Indian  currency  would  be  so 
contracted  by  the  closing  of  the  Mints  to  silver  with  the 
object  of  establishing  a gold  standard  that  there  would 
be  a great  fall  in  prices  in  India,  and  that  debtors 
would  be  unable  to  fulfil  their  obligations,  and,  secondly, 
those  objections  which  were  based  on  an  assump- 
tion of  precisely  the  opposite  nature,  namely,  that  there 
would  not,  and  could  not,  be  any  contraction  of  the  Indian 
currency,  and  that  however  low  the  price  of  silver  might  fall 
the  Indian  exchange  would  follow  the  price  of  silver  in  its 
downward  course.  No  person  who  had  studied  the  problem 
of  the  introduction  of  a gold  standard  into  India  could 
fail  to  observe  that,  on  the  very  face  of  the  question,  there 
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were  certain  difficulties  and  dangers  which  might  arise,  while 
he  must  be  conscious  that  there  were  other  difficulties  and 
dangers  which  he  could  not  foresee  but  which  would,  in 
all  probability,  disclose  themselves  when  the  experiment 
was  put  to  the  test  of  practice. 

As  it  happens,  those  persons  who  said  that  exchange 
would  follow  the  fall  in  the  gold  price  of  silver  have  proved 
to  be  more  correct  in  their  opinions  than  those  who  held  that 
there  would  be  an  immediate,  excessive,  and  injurious  con- 
traction of  the  Indian  currency. 

But  they  have  not  proved  to  be  completely  accurate  in 
their  forecast.  Though  the  Indian  exchange  has  fallen  it  is 
still  materially  above  the  exchange  which  the  price  of  silver 
would  give,  and  I do  not  think  it  will  ever  fall  to  the  silver  level. 

Before  considering  the  question  of  the  probability  of 
India  being  able  to  introduce  and  maintain  a gold  standard 
it  will  be  convenient  to  state  the  chief  facts  connected 
with  the  closing  of  the  Indian  Mints. 

The  Indian  Mints  were  closed  to  the  free  coinage  of 
silver  on  26th  June,  1893.  In  the  Bill  by  which  the  Mints 
were  closed  a provision  was  inserted  for  the  exchange  of 
silver  rupees  for  gold  in  India  at  a rate  which  would  make 
one  rupee  the  equivalent  of  16  pence  sterling.  This  provision 
was  introduced  on  the  suggestion  of  Lord  Herschell’s  Com- 
mittee, with  the  object  of  preventing  any  large  and  sudden 
rise  in  the  exchange  value  of  the  rupee,  and,  in  my  opinion, 
it  was  a good  and  prudent  measure,  though,  as  it  happens,  it 
gave  rise  to  misunderstanding. 

When  the  Indian  Mints  were  closed,  the  Indian  exchange, 
for  a single  day  I believe,  fluttered  up  to  16  pence. 

We  can  all  see  at  the  present  time  that  this  was  a purely 
speculative  fluctuation,  and  wholly  unjustified  by  the  facts  of 
the  case  ; the  rise  could  not  have  been  maintained  for  any 
appreciable  length  of  time,  and  it  was  not  maintained-  Just 
about  the  time  the  exchange  rose  to  16  pence,  the  India 
Council  sold  some  bills  at  less  than  is.  qd.  the  rupee,  and 
thereupon  a violent  and  universal  outcry  was  raised  in  India 
that  the  sale  of  bills  below  is.  qd.  would  prevent  the  measure 
adopted  on  26th  June  from  being  carried  to  a successful 
issue,  and  would  destrov  anv  chance  of  the  introduction  of  a 
gold  standard  with  India.  We  know  that  this  outcry  was 
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wholly  unreasonable,  but  unfortunately  it  so  far  prevailed  for 
a time  that  a minimum  of  is.  3:^d.  was  practically  enforced 
for  some  months,  with  the  result  of  maintaining  an 
artificially  high  rate  of  exchange  for  that  time,  and  of 
causing  large  arrears  of  bills  to  accumulate.  By  a rate  of 
exchange  artificially  high  I mean  a higher  rate  of  exchange 
than  the  economic  conditions  of  the  day  justified. 

The  sale  of  bills  in  London  is  managed  by  the  Secretary  of 
State  for  India  in  Council  and  not  by  the  Government  of  India, 
but  from  my  former  official  position  in  India  I have  had  to  give 
a good  deal  of  attention  to  the  subject,  and  I have  no  hesitation 
in  saying  that  of  all  measures  that  could  be  adopted  in 
connection  with  the  sale  of  bills  the  holding  of  them  back  in 
order  to  force  a higher  rate  of  exchange  than  market  con- 
ditions justify  is  the  most  pernicious.  The  bills  must  be 
sold  sooner  or  later.  The  holding  of  them  back  causes  an 
excessive  accumulation  of  bills,  while  at  the  same  time  by 
creating  an  unnaturally  high  rate  of  exchange,  it  prevents  that 
adjustment  of  exports  and  imports  which  would  affect  the 
balance  of  indebtedness  between  the  two  countries  in  such 
manner  as  to  make  the  sale  of  the  bills  possible.  This  adjust- 
ment is  brought  about  by  the  fall  in  exchange,  and  can  be 
secured  in  no  other  way,  and  to  prevent  the  fall  in  exchange 
by  withholding  bills  amounts  to  placing  a bar  on  the 
coming  into  existence  of  the  only  condition  of  the  market 
which  would  make  it  possible  to  sell  the  full  amount  of 
bills.  Fortunately  the  Home  Government  did  not  listen 
to  the  advice  of  those  who  urged  them  to  maintain  their 
minimum  for  bills  till  April,  May,  or  even  June  of  the  present 
year.  We  know  what  the  rate  of  exchange  is  to-day,  and  it 
is  not  difficult  to  imagine  what  the  state  of  things  would 
have  been  if  the  Government  had  refused  to  sell  bills  and  main- 
tained, if  possible,  a rate  of  exchange  of  is.  3jd.  up  to  the 
present  date. 

The  question  of  the  best  method  of  selling  bills 
immediately  after  the  Mints  were  closed  to  the  coinage 
of  silver  was  necessarily  one  of  some  difficulty.  I 
have  always  thought  that  the  best  plan  would  have  been  to 
sell  moderate  amounts  weekly  to  the  highest  bidder,  and  if 
any  minimum  were  fixed  it  should  have  been  fi.xed  with  the 
sole  object  of  preventing  violent  fluctuations  at  what  was 
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undoubtedly  a critical  time,  and  not  with  the  object  of 
forcing  an  artificial  rate  of  exchange.  To  secure  this 
object  the  minimum  should  have  been  fixed  at  a very  low 
rate  and  maintained  only  for  a short  time.  But  I believe 
that  it  would  have  been  a still  better  course  not  to  have 
fixed  a minimum  at  all.  (Hear,  hear.)  Even  if  a 
minimum  be  fixed  with  the  sole  object  of  preventing  great 
fluctuations  in  exchange,  and  be  deliberately  fixed  at  a 
low  rate,  there  is  always  the  risk  that  it  may  not  be  possible  to 
sell  bills  at  or  above  that  rate,  and  the  prospect  of  benefit  to  be 
derived  from  standing  out  for  a minimum  does  not  appear  to 
be  sufficient  to  justify  the  risk  of  being  unable  to  sell  a due 
proportion  of  bills.  As  it  happened,  the  fixing  of  a minimum 
of  IS.  3jd.  had  very  injurious  conseqences.  It  caused  a large 
accumulation  of  unsold  bills  and  forced  the  India,  Council 
to  borrow  while  money  lay  idle  in  the  Treasury  in  India.  It  has 
added  permanently  to  the  sterling  debt  of  the  Indian  Govern- 
ment, and  it  has  discredited  the  action  of  the  Government  of 
India  in  closing  the  Indian  Mints,  because  the  publicdid  not,or 
would  not,  discriminate  between  the  closing  of  the  Indian  Mints, 

with  the  object  of  ultimately  introducing  a gold  standard  into 
India,  and  the  special  measures  subsequently  adopted,  and 
which  were  no  portion  of  the  original  proposal,  with  the 
object  of  forcing  a higher  rate  of  exchange  than  that  which 
prevailed  when  the  Mints  were  unclosed. 

Serious  as  was  the  mistake  which  was  made  in  this 
matter,  it  was  not  of  itself  sufficient  to  destroy  any  prospect 
of  success  which  the  experiment  of  the  Indian  Government 
may  have  possessed. 

I have  already  stated  that  there  were  objections  of  two 
distinct  and  contradictory  characters  to  the  closing  of  the 
Indian  Mints.  One  class  of  objection  was  based  on  the 
assumption  that  the  closing  of  these  Mints  would  produce  a 
contraction  of  the  Indian  Currency  and  a fall  in  Indian 
prices,  which  would  have  disastrous  results.  The  other  class 
was  based  on  the  assumption  that  there  would  be,  and  could 
be,  no  contraction  of  the  currency  and  that  the  exchange 
with  England  would  fall  to  silver  level,  whatever  the  price 
of  silver  might  be. 

The  objections  of  the  former  class  have  been  shown,  so 
far,  to  possess  no  force.  Prices  have  not  so  fallen  in  India  as  to 
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make  the  burden  of  debtors  in  India  an  intolerable  one,  nor  is 
there  any  prospect  of  such  a fall.  On  the  other  hand,  though 
e.xchange  has  not  fallen  to  silver  level,  it  has  fallen  very  low 
and  to  such  an  extent  as  must  tax  the  resources  of  the 
Government  of  India  to  the  utmost  in  order  to  restore  and 
maintain  financial  equilibrium.  1) 

But  the  evils  arising  from  the  fall  in  exchange,  great 
as  they  are,  are  very  much  less  serious  than  would  have 
been  such  a fall  in  prices  in  India  as  to  seriously  enhance  the 
burden  of  all  debts,  and,  it  might  be,  to  render  necessary  a * 

resettlement  of  the  Land  Revenue.  In  the  face  of  such  a 
serious  fall  in  prices  as  I have  indicated  the  e.xperiment 
could  not  have  been  persevered  with,  and  ought  not  to  have 
been  continued  even  if  it  was  possible  to  do  so.  We  have, 
at  any  rate,  escaped  the  most  serious  of  the  evils  which  it 
was  conceivable  might  have  befallen  us. 

On  the  other  hand  the  closing  of  the  Indian  Mints  to  silver 
has  been  followed  by  a greater  disturbance  of  trade  between 
India  and  the  silver  using  countries  of  the  far  East,  and  by 
larger  imports  of  silver  into  India  than  were  general!}' 
anticipated.  •’ 

The  factor  in  the  situation  which  at  the  present  moment 
stands  directly  in  the  way  of  the  establishment  of  a gold 
standard  in  India  is  the  great  fall  in  exchange  which 
has  taken  place.  E.xchange  has  fallen  so  low  that  it  will 
severely  strain  the  resources  of  India  to  re-establish 
financial  equilibrium,  though  I have  no  doubt  that  that  can 
be  done  even  at  the  present  low  rate  of  e.xchange.  .Another 
and  severe  fall  in  e.xchange  would,  however,  create  a situation 
of  the  utmost  difficulty,  and  a continuous  fall  in  exchange,  j 

even  though  it  were  not  a rapid  fall,  would  show  that  a gold 
standard  in  India  was  an  impossibility.  (Cheers.)  Now  the 
element  which,  in  my  opinion,  has  had  most  to  do  since  1873 
with  the  fall  in  the  Indian  e.xchange,  is  the  fall  of  gold  „ 

prices  in  gold  standard  countries,  and  the  future  of  the  ( 

Indian  e.xchange  depends  largely  on  the  future  course 
of  gold  prices.  \ou  all  know  how  great  has  been  that  ' 

fall  in  the  last  twenty  years ; you  know  how  low  these  prices  1 

are  at  the  present  time  ; you  know  that  the  date  has  arrived 
at  which  we  might  expect  some  revival  from  the  existing  trade 
depression  and  some  rise  in  prices  ; and  you  know  that 
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that  recover}’  is  very  slow  in  coming.  I will  not  hazard  any 
prediction  as  to  the  course  of  gold  prices  in  the  future. 
I will  merely  say  that  if  the  course  of  gold  prices  should  be 
the  same  for  the  next  twenty  years  as  it  has  been  for  the  last 
twenty  years,  even  though  the  total  fall  should  not  be  so 
great,  I am  prepared  to  admit  that  nothing  the  Government 
of  India  can  do  will  establish  a gold  standard  in  India.  All 
their  efforts  will  be  nullified  by  the  ground,  as  it  were,  slipping 
from  beneath  their  feet  time  after  time,  and  affording  them 
no  firm  basis  on  which  to  work.  But  if  there  should  be  a 
further  fall  in  gold  prices  of  considerable  amount,  either 
immediately  or  after  a short  time,  India  is  not  the  only 
country  that  will  find  herself  involved  in  difficulties.  (Cheers.)  I 
doubt  if,  under  such  conditions,  the  single  gold  standard  will 
be  maintained  in  anv  countrv.  We  are  not  far  from  breaking 
point  now.  If  gold  prices  fall  33  per  cent,  it  takes  50  per  cent, 
more  produce  to  discharge  a gold  debt  of  a fixed  amount 
than  it  did  before  the  fall  took  place.  If  they  fall  50  per 
cent,  the  quantity  of  produce  required  to  discharge  the  debt 
must  be  doubled.  I doubt  if  debtors,  generally,  could  repay 
their  debts  when  their  burden  of  them  had  been  increased 
two-fold.  I am  quite  sure  that  it  is  neither  equitable  nor 
politic  to  require  them  to  do  so.  (Cheers.) 

I offer  no  opinion  as  to  the  probable  course  of  gold 
prices  in  the  future,  and  for  the  very  sufficient  reason  that  I 
have  not  the  means  of  coming  to  a conclusion  on  the 
subject.  What  I venture  to  say  is,  that  if  gold  prices  con- 
tinue to  fall  there  can  never  be  a gold  standard  in  India,  and 
that  in  the  case  of  a continuous  fall  in  gold  prices  I antici- 
pate no  other  result  than  the  abandonment  of  the  single  gold 
standard  even  by  those  nations  which  now  appear  to  be  most 
firmly  wedded  to  it. 

So  far  as  the  establishment  of  a gold  standard  in  India 
depends  on  the  future  course  of  gold  prices,  the  Government 
of  India  are  powerless.  They  can  only  wait  on  the  course  of 
events. 

The  next  great  danger  to  which  the  attempt  to  establish 
a gold  standard  is  e.xposed  is  the  existence  in  the  East  of  a mass 
of  over-valued  silver  rupees  of  indefinite  magnitude,  mainly, 
but  not  wholly,  in  British  India,  and  which  are  partly  in 
active  circulation  and  partly  hoarded. 
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Will  it  be  possible  for  the  Government  of  India  in  face 
'Of  that  mass  of  token  coin  to  make  the  Indian  gold  standard 
■effective  ? To  this  question  no  confident  answer  can  be  given. 
We  do  not  know  to  what  extent  the  rupees  that  are  now 
hoarded  may  be  thrown  into  the  active  circulation.  For  mv 
part  I do  not  believe  they  will  be  thrown  into  the  active 
circulation,  and  notwithstanding  the  recent  larqe  imports  of 
raw  silver  into  India  I have  as  yet  seen  no  satisfactory  evidence 
that  the  process  of  replacing  rupee  hoards  bv  hoards  of  bar 
silver  has  begun  since  the  mints  were  closed.  The  large 
imports  of  silver  into  India  during  the  recent  3’ear  can  be 
explained  by  the  fact  that  the  Indian  people  niade  larger 
purchase  of  silver,  a metal  which  still  stands  high  in  their 
estimation,  when  it  suddenly  appeared  to  them  to  have  be- 
come cheaper,  and  the  fall  in  e.xchange  is  not  greater  than 
would  be  accounted  for  by  economic  conditions  and  without 
assuming  that  there  has  been  any  inflation  of  the  Indian 
currency’’  b\’,  what  I ma\'  call,  the  dis-hoarding  of  rupees ; 
the  rupees  that  have  been  circulating  bej^ond  the  limits  of 
British  India  may,  and  probabl\’  will  come  back,  but  their 
amount  is  not  excessive. 

But  whether  or  not  hoarded  rupees  make  their  wa}- 
under  present  conditions  into  the  active  currencv,  it  is 
impossible  to  say  beforehand  to  what  extent  it  may  be  found 
necessary  to  reduce  the  rupee  currency  in  order  to  make  the 
gold  standard  effective,  and  it  is  impossible  to  sa>'  whether 
or  not  the  task  will  be  found  too  great  for  the  resources  of 
the  Government  of  India. 

The  Indian  currency  can  only  be  contracted  by  melting 
down  rupees,  and  the  silver  resulting  from  such  an'operation 
•could  of  course  be  sold  in  the  market  for  what  it  would  fetch. 

The  process  would  be  an  expensive  one,  and  it  would, 
while  it  was  continued,  still  further  depress  the  price  of  silver 
and  disturb  the  exchange  with  China  and  the  far  East. 

I imagine  that  no  Government  would  sanction  the 
melting  down  of  rupees  unless  in  the  last  resource,  but  it 
might  become  a question  of  either  adopting  this  measure  or 

rabandoning  the  attempt  to  introduce  a gold  standard  into 
India. 

It  must  be  recollected  that  the  abandonment  of  the 
.attempt  to  introduce  a gold  standard  into  India,  and  the 
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opening  of  the  Indian  Mints  to  silver,  would  only  add  to  the 
existing  e.xchange  difficulties  of  the  Government  of  India, 
and  would  leave  that  Government  exposed  to  all  the 
possible  dangers  of  the  future.  The  Indian  Mints  were 
closed  with  the  object  of  escaping  from  the  very  serious  dangers 
which  were  then  seen  to  be  impending.  These  dangers  still 
exist,  and  are  no  less  formidable  than  they  seemed  to  be  when 
it  was  decided  to  close  the  Indian  Mints  to  silver.  I mav 
mention  that  the  Government  of  India  is  not  committed  to 
the  establishment  of  a gold  standard  at  an  exchange  of  16 
pence  per  rupee,  or  at  any  particular  rate  of  exchange. 
The  final  ratio  between  the  rupee  and  sterling  has  yet  to 
be  settled,  and  the  Government  of  India  are  absolutely 
unfettered  in  the  matter.  This  makes  their  task  easier  than 
it  would  otherwise  be. 

The  first  symptom  of  success  in  the  establishment  of  a 
gold  standard  in  India  would  be  the  bringing  of  gold  to 
the  Indian  Mints  to  be  exchanged  for  rupees.  Gold  will 
not  be  brought  to  the  Mints  until  it  is  profitable  to  do 
so,  and  it  will  not  be  profitable  to  do  so  until  the  market 
rate  of  exchange  is  higher  than  the  rate  at  which  the 
Government  of  India  is  prepared  to  give  rupees  for  gold. 
At  present  that  rate  is  16  pence  per  rupee.  If  the  market 
rate  of  exchange  rose  to  i6|-  pence  per  rupee  gold  would  very 
quickl}’  be  sent  to  the  Mints.  On  the  other  hand,  if  the 
Government  of  India  at  this  moment  announced  that  it 
was  prepared  to  give  rupees  at  the  rate  of  one  rupee  for 
12  pence  gold  would  immediately  flow  to  the  Indian 
Mints  because  it  would  be  cheaper  to  get  rupees  in  ex- 
change for  gold  at  12  pence  per  rupee  than  to  get  them 
by  buying  bills  at  (say)  13  pence  per  rupee.  Of 
course,  under  such  circumstances,  exchange  would 
fall  to  the  level  determined  b}’  the  exchange  at  the  Indian 
Mints  of  one  rupee  for  12  pence.  How  long  gold  would 
be  brought  to  the  Indian  Mints  at  that  rate  of  exchange, 
and  in  what  amount  it  would  be  brought,  are  questions 
that  can  onlj-  be  determined  b^’  experience. 

What  is  quite  certain  is  that  the  introduction  of  a 
gold  standard  into  India  depends  absolutely  on  the  market 
rate  of  exchange  with  India,  under  normal  conditions,  being 
kept  at  a slightly  higher  rate  than  that  at  which  the 
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Government  of  India  is  prepared  to  give  rupees  for  gold. 
It  would  be  quite  useless  to  keep  the  exchange  at 
such  a point  for  a time  by  holding  back  bills,  because 
the  bills  must  be  sold  sooner  or  later,  and  as  soon  as 
the  bills  began  to  be  sold  there  must  be  a fall  which 
would  very  soon  drain  away  any  reserve  of  gold  that 
might  have  been  accumulated  by  the  influence  of  the 
artificial  and  temporary  rise  in  exchange. 

Although  the  Government  of  India  cannot  establish  an 
arbitrary  rate  of  exchange  by  fiat,  it  is  possible  for  it  to 
influence  the  market  rate  of  exchange  indirectly  by  acting 
on  the  conditions  which  determine  the  market  rate  of 
exchange. 

One  way  of  doing  so  is  the  limitation  of  the  rupee 
currency  by  withdrawing  and  melting  down  rupees. 

This  measure,  if  carried  far  enough,  would  of  itself  be 
sufficient  to  bring  about  the  desired  result,  but  it  would  be 
expensive,  and  experience  alone  can  show  whether  it  might 
not  prove  to  be  a heavier  burden  than  the  finances  of 
India  could  bear. 

The  great  difficulty  connected  with  the  variation  in  the 
relative  value  of  the  gold  and  silver  standards  experienced  by 
the  Government  of  India  arises  from  the  fact  that  that 
Government  has  payments  to  make  in  gold  while  its  revenue 
is  in  silver.  If  there  had  been  no  such  payments  the  diffi- 
culties of  that  Government  would  have  been  very  much  less. 

These  heavy  gold  payments  are  also  the  great  difficulty 
in  the  way  of  establishing  the  gold  standard.  Obviously,  then, 
when  the  fluctuations  in  the  relative  value  of  the  two 
standards  began  the  Government  of  India  should,  at  all 
hazards,  have  avoided  increasing  the  magnitude  of  their  gold 
liabilities.  Something  was  done  in  this  direction,  but  it  was 
done  fitfully  and  imperfectly.  The  ultimate  control  of  the 
Indian  finances  rests  with  authorities  who  are  selected  for 
other  reasons  than  their  knowledge  of  finance,  or  their 
acquaintance  with  the  intricacies  of  the  Currency  Question. 
(Hear,  hear.) 

I am  afraid  that  not  much  can  now  be  done  in  the 
direction  of  reducing  the  existing  gold  liabilities  of  the 
Government  of  India,  but  I hope  it  will  be  recognised  in 
future  both  by  the  Government  of  India  and  the  Home 
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Government  that  the  foreign  gold  liabilities  of  India,  and 
indeed  foreign  payments  of  whatever  kind,  must  not  be  in- 
creased so  long  as  it  is  possible  to  avoid  doing  so.  Even  if  a 
gold  standard  be  successfully  established  in  India  it  will  for  a 
long  time,  and  until  a large  gold  reserve  has  been  accumu- 
lated, be  a tender  plant  which  will  require  careful  nursing, 
and  there  will  be  no  surer  method  of  bringing  it  to  an  untimely 
end  that  by  increasing  the  yearly  amount  of  bills  to  be  drawn 
by  the  India  Council. 

It  is  also  necessar}’  that  the  Government  of  India 
should  regulate  the  Indian  portion  of  its  expenditure  with 
the  closest  regard  to  economy.  A Government  in  financial 
difficulties  is  at  the  greatest  disadvantage  when  it  attempts 
to  deal  with  either  its  currenc}'  or  its  debt. 

The  Government  of  India  has  never  continuously 
borne  in  mind  the  vicissitudes  to  which  Indian  finance  is 
subject,  or  sufficiently  resisted  the  temptations  to  in- 
creased expenditure  in  prosperous  times.  Again  and  again 
have  I seen  liberal  expenditure,  incurred  in  spite  of  warning, 
followed  by  collapse  and  by  wasteful  reduction.  In  particu- 
lar, I think  that  when  the  Sherman  Act  failed  to  keep  up  the 
price  of  silver,  and  it  was  seen  that  a crisis  was  approaching, 
the  Government  of  India  should  have  held  its  hand,  and 
made  provision  for  the  storm  which  was  approaching.  It 
failed  to  do  so,  and  its  failure  has  aggravated  the  difficulties 
of  to-da}-. 

The  result  of  the  recent  holding  up  of  bills  in  order  to  force 
an  artificial  rate  of  exchange  after  the  closing  of  the  Indian 
Mints  also  affords  a useful  lesson.  Let  us  hope  that  no  such 
policy  will  ever  be  pursued  in  the  future,  and  that  the  lesson 
has  at  last  been  burnt  so  deeply  into  all  concerned  that  it 
cannot  be  forgotten. 

To  sum  up,  the  conclusions  at  which  I have  arrived 
are : — 

1.  That  the  Government  of  India  is  at  present  in 
a position  of  the  greatest  financial  difficulty. 

2.  That  the  mere  re-opening  of  the  Indian  Mints  to 
silver,  unaccompanied  b}'  an  International  Agreement, 
would  not  relieve  its  difficulties. 

3.  That  it  has  not  yet  been  shown  that  a gold 
standard  cannot  be  established  in  India. 
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4-  That  the  establishment  of  a gold  standard  may 
involve  the  reduction  of  the  rupee  currency. 

5.  That  the  gold  standard  if  made  effective  in  India 
will,  for  a time  and  until  a sufficient  reserve  of  gold 
has  been  accumulated,  be  in  a condition  of  unstable 
equilibrium,  and  that  both  for  the  purpose  of  estab- 
lishing that  standard  and  maintaining  it  when  estab- 
lished it  is  necessary  that  the  Government  of  India 
should  (a)  enforce  the  strictest  economy,  {b)  manage  its 
financial  affairs  with  greater  forethought  and  pru- 
dence, and  (c)  avoid  at  all  hazards  any  increase  of 
the  home  charges  and  of  its  sterling  liabilities  of 
whatever  kind. 

Although  I hold  the  opinion  that  the  Government  of 
India  was  justified  in  attempting,  in  the  last  resource,  to  in- 
troduce a gold  standard  into  India,  and  that  there  is  no 
reason  as  yet  for  abandoning  that  attempt,  I have  never 
doubted  that  the  best,  and  the  only  final  and  permanent, 
solution  of  the  Currency  Question  was  to  be  found  in  the 
restoration,  by  International  Agreement,  of  silver  to  its  old 
position  as  standard  money  (cheers),  and  I believe  that  even 
if  the  Government  of  India  succeed  in  establishing  a gold 
standard  its  success  will  not  close  the  controversy  nor  give 
monetary  peace  to  the  World.  (Cheers.) 

The  Chairman  : I do  not  know  whether  any  of  you 
would  like  to  ask  any  question  before  we  proceed  to  pass  a 
vote  of  thanks  to  Sir  David  Barbour. 

Mr.  Thomas  Hanbury:  I would  like  to  ask  if  Sir  David 
Barbour  can  tell  us  at  all  approximately  the  amount  of  rupees 
now  in  circulation  in  India?  It  appeared  to  me,  as  we  were 
listening  to  the  concluding  remarks  on  this  subject,  that  sup- 
posing the  experiment  of  melting  any  large  quantity  of  rupees 
were  carried  out,  it  would  be  an  extremelv  difficult  matter  to 
find  a market  for  the  silver  so  produced,  except,  perhaps,  in 
China — the  only  great  country  now  remaining  in  the  world, 

I think,  that  uses  bar  silver,  so  to  speak — or  Sycee  silver — 
without  its  being  coined.  It  must,  I think,  be  evident  that 
to  sell  any  large  quantity  of  sih  er  caused  by  the  melting  of 
rupees,  China  would  probably  be  the  only  free  market 
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for  such  silver,  and  the  effect  of  such  sale  would  be  greatly 
to  increase  the  difference  now  existing  as  between  the 
exchanges  of  India  and  China.  It  seems  to  me  that  at  the 
present  moment  the  Chinese  are  having  the  advantage  of 
the  price  of  the  rupee,  as  expressed  in  silver.  If  it  is  now' 
io^d.,and  13W.  is  the  value  of  the  rupee  in  India,  that  difference 
is  to  the  credit  of  China  ; and  it  appears  to  me  that  such 
difference  w'ould  be  verv  much  enhanced  bv  anv  large  sale  of 
silver  to  that  country. 

I 

4 

Sir  David  Barbour  : There  have  been  many  calcula- 
tions as  to  the  amount  of  rupees  in  active  circulation  in 
India,  but  none  of  them  I think  can  be  held  to  be  more  than 
approximately  accurate  ; and  it  is  very  difficult  to  say  what 
rupees  are  in  active  circulation  and  w'hat  are  not,  because  in 
many  cases  rupees  are  kept  by  the  natives  of  India  for  three 
or  four  years  and  then  brought  out.  I think  the  question 
will  be  found  very  fully  discussed  by  Mr.  Harrison,  a 
friend  of  mine,  in  the  Economic  Journal.  I think  that  the 
best  figures  obtainable  will  be  found  there.  Then,  as 
“ regards  the  sale  of  the  silver,  if  rupees  were  melted  down, 

the  silver  could  be  sold  in  India,  where  there  are  very 
large  demands  for  it  for  ornaments.  Of  course  that  would 
dispose  of  a certain  amount  of  silver,  but  a good  deal  of 
it  would  go  to  China.  The  price  of  silver  would  fall.  I 
do  not  think  that  the  Government  of  India  w’ould  or  could 
propose  to  reduce  its  rupee  currency  by  a single  operation. 
That  would  be  too  great  a disturbance  of  the  market,  and 
it  w'ould  have  to  be  done  gradually.  Whether  it  would 
be  ultimately  successful  or  not  I cannot  say. 

The  Chairman  : I will  now  ask  Sir  Henry  Cunningham 
to  propose  a resolution. 

“1  Sir  Henry  S.  Cunningham  : I shall  I feel  sure  be 

expressing  the  feeling  of  every  member  of  this  assembly 
wffien  I say  that  we  are  sincerely  obliged  to  Sir  David 
Barbour  for  his  very  interesting  sketch  of  Indian  finance, 
and  his  lucid  exposition  of  that  intricate  aijd  difficult  ques- 
tion, in  which  w'e  all  take  so  great  an  interest.  Sir  David 
Barbour  is,  I think,  a striking  instance  of  the  circumstance  to 
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which  Mr.  Leonard  Courtenay  drew  attention  on  a recent 
occasion  in  the  City  as  affecting  the  bimetallic  question — 
namely,  the  enormous  preponderance  of  weighty  and  scien- 
tific opinion  on  that  side  of  the  question.  For  my  part 
I think  it  would  be  difficult  to  find  a better  and  a 
weightier  authority  on  the  subject  than  the  gentleman 
who  has  just  been  addressing  you.  We  who  have 

watched  his  career  in  India  know  how  his  ability 
carried  him  to  a foremost — perhaps  the  most  forem.ost — 
post  in  that  administration.  His  writings  have  long  shown 
how  intimate  is  his  knowledge  of  every  part  of  the  subject 
of  currency,  how  profound  his  grasp  of  its  principles  ; and 
he  has  had  the  advantage  for  years  past  of  studying  the 
subject  in  the  light  of  practical  experience,  and  in  that  fierce 
light  that  breaks  upon  an  administration  when  it  has  to 
conduct  its  affairs  under  difficulties  so  great  such  as  those 
which  have  of  late  years  affected  the  Government  of  India. 
It  is  to  his  thorough  knowledge  of  the  subject,  his  power 
of  thought,  his  grasp  of  those  principles,  that  we  owe  it 
that  the  Government  of  India  among  the  great  powers  of 
the  world  is  foremost  in  advocating,  unhesitatingly,  and 
pressing  on  the  other  powers  of  the  world  and  the  Govern- 
ment of  this  country,  the  adoption  of  that  international 
agreement  for  the  restoration  of  silver  from  which  we 

believe  alone  anv  true  remedv  can  be  found  for  the  evils 

^ ^ - 

which  now  affect  India  and  the  world  at  large.  (Cheers.) 

I think  it  is  a point  upon  which  bimetallists  may  congratulate 
themselves,  and  it  is  of  happy  augury  for  the  possible  future 
solution  of  that  great  problem — in  view  of  the  ignorance, 
indifference,  and  obstinacy  which  at  present,  more  than 
any  arguments,  obstructs  the  general  adoption  of  this 
principle  it  is  hopeful  for  such  a solution  that  a gentleman 
of  Sir  David  Barbour's  power  should  be  found  ready  on 
his  return  from  India  to  devote  himself,  as  he  has  of  late,  and 
as  I trust  he  will  in  the  future,  to  the  advancement  of  principles 
from  which  we  believe  alone  there  can  be  any  escape  from  the 
great  catastrophe  of  which  he  spoke.  (Cheers.)  I beg  to  pro- 
pose a vote  of  thanks  to  Sir  David  Barbour. 

Mr.  J.  P.  Heseltine  seconded  the  resolution,  which 
was  carried  unanimously. 
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Mr.  M.  Rokeby  Price  said : We  owe  a debt  to  our 
Chairman  which,  I am  sure,  we  shall  all  be  very  glad  to  pay. 
There  is  no  person,  I presume,  in  the  City  of  London  who 
is  more  fit  to  take  the  chair  on  an  occasion  like  this  than 
Sir  Thomas  Sutherland.  From  his  large  experience  in 
business,  his  large  connection  with  our  great  Dependency  in 
India,  there  could  not  have  been  chosen  a man  more  proper 
to  preside  on  this  occasion  than  our  present  Chairman. 
(Cheers.)  It  is  therefore  with  very  great  pleasure  that  I 
propose  we  should  give  a vote  of  thanks  to  Sii  Thomas 
Sutherland  for  presiding  to-day. 

Mr.  Hugh  M.  Matheson  : I have  very  great  pleasure 
in  seconding  the  resolution,  which  I am  sure  meets  with  the 
approval  of  every  one  present.  (Cheers.) 

In  response  to  the  resolution,  which  was  passed  by 
acclamation,  the  Chairman  said  : I need  scarcely  repeat  that 
I consider  it  a very  great  honour  to  be  called  upon  to  preside 
at  a meeting  of  this  kind.  I must  say  that  the  impression 
which  Sir  David  Barbour’s  address  has  made  upon  my  niind 
is  that  the  establishment  of  a gold  standard  for  India  is  a 
contingencv-matter  of  the  very  remotest  kind  ; indeed  that 
an  international  Bimetallic  Agreement  is  an  infinitely 
more  probable  solution  of  the  difficulty  than  the 
desperate  expedient  of  a gold  standard  for  India.  I 
believe  that  in  saying  this  I echo  what  must  have  been  in 
the  minds  of  many  of  you  as  you  listened  to  the  admirable 
reasoning  in  the  paper  which  has  just  been  read  to  you.  I 
jjgj-0g  also  with  mv  friend  ^Ir.  Hanbury  that  in  the  matter  of 
exchange  as  between  India  and  China  the  Chinese  will  be 
pleased  at  the  very  great  advantage  of  the  exchange  on 
China  following  the  value  of  silver,  while  the  exchange  on 
India  runs  at  a higher  point  owing  to  the  scarcity  value 
given  to  the  rupees  of  India  by  the  new  Government 
arrangements.  I believe  that  the  result  of  that  state  of 
things  will  soon  be  made  manifest  in  inter-colonial  trade 
between  India  and  China  and  in  changes  also  in  trade  as 
betw'een  this  country  and  India.  I advance  that  opinion 
with  great  deference,  but  I feel  that  there  will  be  a great 
change  in  the  relations  of  India  and  purely  silver-using 
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countries,  like  China  and  Japan,  if  we  have  the  rate  of 
exchange  in  India  based  on  the  artificial  rupee  and  in  the 
other  countries  based  on  the  gold  value  of  silver.  Another 
point  which  struck  me  in  listening  to  the  address  of  my 
friend  was  that  I think  the  idea  of  establishing  a gold  coin- 
age in  India  hardly  takes  sufficiently  into  account  the 
natural  preponderance  and  preference  of  the  people  of 
India  for  a silver  currency  ; and  I am  certain  that  if  it  were 
possible,  for  other  reasons  it  would  take  many  years,  if  not 
many  generations,  to  succeed  in  alienating  the  affections  of 
the  people  of  India  from  that  silver  which  they  so  dearly 
love,  and  which  I believe  at  this  present  moment 
they  are  actually  selling  their  gold  in  order  to 
purchase.  (Cheers.)  At  least  we  have  had  within 
the  last  few  months  the  rare  incident  of  a remittance 
of  ;^i, 000,000  sterling  in  gold  from  India.  This  is  a signifi- 
cant fact,  and  it  points  to  the  direction  in  which  things  must 
go,  whether  the  Government  and  the  Chancellor  of  the 
Exchequer  like  it  or  not,  unless  the  Chancellor  of  the  Ex- 
chequer, in  addition  to  his  death  duties,  is  prepared  to  take 
upon  his  shoulders  the  burden  of  the  solvency  of  Indian 
finance.  (Cheers.) 

The  proceedings  then  terminated. 
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